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Introduction

Eschelon Telecom of Arizona, Inc.,(Eschelon), Mountain Telecommunications,

Inc.(MTI) a nd Ele ctric Lightwa ve , LLC, (ELl), (colle ctive ly, "the  J oint Ca rrie rs ") s ubmit

the  following Re ply to the  comme nts  file d by othe rs  with Arizona  Corpora tion

Commission, in compliance with the Procedural Orders issued on September 19, 2007

and November 30, 2007, in these Dockets. In general, the initial comments of the other

carriers on the issue of access charges tended to follow two main themes. For the

incumbe nt loca l e xcha nge  ca rrie rs -ALECA a nd Qwe s t-the  the me  wa s  tha t it wa s  oka y

to reduce access charges as long as those ILE Cs are guaranteed the ability to make up the
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reductions  firm USF funds . For the  inte rexchange  ca rrie rs  (IXCs) the  theme  was  tha t

access  cha rges  should be  reduced as  quickly as  poss ible -with no promise  of any benefit

to consumers , no examina tion of its  e ffects  on loca l se rvice  iN Arizona  and no regard for

due  process  or the  Arizona  Constitution.

A. The Need for Access Reform Has Not Been Demonstrated

Several of the  comments urge  this  Commission to reduce intrasta te  access charges

by an a rbitra ry amount in the  name  of compe tition and economic theory. However, they

immedia te ly follow this  s ta tement of principle  with the  cavea t tha t it should only take

place  if they a re  able  to recoup the  revenue  los t by such reductions  through the  AUSF.

The  Joint Carrie rs  would note  tha t it is  easy to be  cavalie r about access  charge  reductions

if you a re  gua ranteed tha t such a  reduction will be  "revenue  neutra l". In fact, it's  clea r

tha t the  ILE Cs only support access  charge  reductions if they don't s tand to lose  anything.

As many of the  comments  recognize , switched access  charges a re  a  diminishing

issue  due  to the  presence  of other a lte rna tives . In fact, some argue  tha t it is  in the  best

interest of the  CLECs to reduce access ra tes, for the  very reason that access minutes are

diminishing. AT&T procla ims  loudly tha t the re  is  some  urgent need to reduce  intra s ta te

access charges to intersta te  levels  and points  out some extreme examples of high

intrasta te  access charges in an a ttempt to smear a ll access providers with a  broad brush.

However, despite  this  conce rn, AT&T has  not seen Ht to file  a  compla int with the

Commiss ion about these  ra tes . It is  ironic tha t now, when the  importance  of access

charges is  on the  wane, some want the  Commission and parties  to embark upon a

potentia lly expens ive  and time-consuming ques t to de te rmine  the  "correct" switched

access rates.



For example , AT8<:T without citing a  s ingle  factua l bas is  s ta tes  tha t exis ting

access  cha rges  include  "la rge  implicit subs idies  tha t infla te  some  ca rrie rs ' intras ta te

switched access  cha rges ." AT&T a t 2. As  an example  they cite  a  ca rrie r whose  intra s ta te

access  charges  a re  more  than 18.4 cents  per minute . AT&T does  not expla in how one

would de te rmine  if the  ra te  does  or does  not include  a  la rge  implicit subs idy. Appa rently,

it s imply knows one  when it sees  one .

AT&T a lso cla ims tha t these  implicit subs idies  cause  long-dis tance  se rvices  to be

ove r-priced. This  a t a  time  when many ca rrie rs  a re  offe ring unlimited long-dis tance

ca lling a t a  fla t ra te  and when virtua lly no one  is  compla ining about the  cos t of long-

dis tance  se rvice . It should a lso be  noted tha t the  INC's  makes  no promises  about

reducing intrasta te  long-dis tance  ra tes  in Arizona  should access  ra tes  be  reduced. The

fact is  tha t Arizona  consumers  will see  little  if any e ffect if access  ra tes  a re  reduced

e xce pt tha t loca l compe tition will suffe r a nd loca l ra te s  will incre a se . The  Commiss ion

should ask itse lf if there  is  good reason to embark upon a  quest tha t, if those  supporting it

ge t the ir way, is  like ly to increases  loca l ra te s , reduce  loca l compe tition, make  no

appreciable  diffe rence  in long-dis tance  ra tes  and make  INC's  richer.

B. The Comments Demonstrate WhV CLECs Access Rates Should Not Be
Considered in This Proceeding.

The diffe rences  be tween rura l ILE Cs and CLECs require  tha t the ir ra tes  be  se t in

separa te  proceedings. As ALECA points  out, intersta te  access revenues have  been

substantia lly reduced over the  last severa l years , reciprocal compensation ra tes  have  been

limited by the  FCC, and the ever increas ing volume  of wire less  ca lls  a re  not subject to

access charges. This  underscores the  financia l squeeze  tha t CLECs find themselves in, as

va rious  his torica l sources  of revenue  a re  diminishing. But while  the  rura l ILE Cs  a re



subject to these  same pressures they are  able  to blithe ly recommend access reductions.

How can they do this?  Because  the re  is  a  ca tch and a  s ignificant one -tha t the  access

re form be  "revenue  neutra l". In othe r words , the  rura l ILECS support for a ccess

re ductions  is  continge nt on a  dolla r-for-dolla r re imburse me nt from the  AUS F. CLECs

have no such assurances.

The  ALEC's  proposa l makes  severa l unproven assumptions: 1. It a ssumes tha t the

current access  charges  exactly equa l the  cost of providing basic loca l exchange  se rvice  in

rura l Arizona , 2. It a ssumes  tha t the  exis ting ra te s  of rura l ILE Cs  do not cove r the  cos t of

providing se rvice , and 3. It a ssumes  tha t the  AUSF funds  would not be  used to pay for

othe r, non-regula ted venture s  by the  rura l ILE Cs . Not surpris ingly, ALCEA does  not

want an inquiry into implicit subs idie s . This  would require  them to demons tra te  the  cos t

basis  for the ir ra tes  and de te rmine  to wha t extent a  subsidy actua lly exis ts  ins tead of

a ssuming a  dolla r for dolla r ma tch.

The  revenue  neutra l route  is  not ava ilable  to CLECs, who, unlike  the  ILE Cs do

not have  any monopoly cus tomers  or AUSF funds  to make  up the  diffe rence . The  re sult

will be  increased costs  to loca l consumers  or decreased competitive  options .

AT&T cites some sta tes that have adopted intersta te  access ra tes as benchmark for

intra s ta te  ra te s . A couple  of dis tinctions  should be  noted about those  examples . Firs t, in

every example  but one  cited by AT&T, the  Commission reduced access  ra tes  because  it

was required and authorized to do so by s ta te  law. Thus, these  were  not fact-based policy

choices  by the  s ta te  commission but mandates  of the  s ta te  legis la ture . There  is  no such

manda te  in Arizona  and the  Commission is  not authorized to make  such a  ra te  decis ion

unless  based upon the  facts  as  applied to each company. It should a lso be  noted tha t in a t



least one instance sta te  law mandated that reductions made to access charges had to be

passed on to the  cus tomers  of inte rexchange  ca rrie rs . Applica tion No. NUSF-1,

Progress ion Order No. 4, implementing section 75-609(3) of the  Nebraska  Revised

Statutes. Feb. 8, 2000.

The  parties  advoca ting the  imposition of inte rs ta te  ra tes  or Qwest ra tes  on CLECs

would apparently have  the  Commission do this  without any evidence  as  to what costs  a re

incurred or if the  cos ts  diffe r be tween ca rrie rs . This  approach ignores  severa l issues

rega rding CLECs tha t sepa ra te  them from ILE Cs . Firs t, CLECs do not have  monopoly

customers  on whom they can impose  higher ra tes , which they can in turn collect through

the  USF, in order to make  access  charge  reductions  revenue-neutra l. Second, facilitie s-

based CLECs a re  s till moving toward making full use  of the ir capacity and the re fore

toward ave rage  minimum cos ts . Long es tablished companies  like  Qwest and the  rura l

ILE Cs have  low average  costs  per minute  and have  had a  long time to collect high access

ra tes  to obta in a  re turn on the ir investment. CLECs do not have  the  economies  of sca le

and scope  tha t Qwest has  and so will have  higher costs . CLECs have , on average , longer

loops  and lower density than Qwest.

The  de te rmina tion of appropria te  access  ra tes  for rura l ILE Cs and CLECs is

fundamenta lly different and they should be  addressed in separa te  proceedings. Because

the  extremely high ra tes  compla ined of a re  those  of rura l ILE Cs, and because  of the  tie -in

of those  ra tes  to AUSF, the  ILEC ra tes  should be  examined firs t.

c. The Commission Can Not Order a Change in Access Rates Without a Cost
Determination.

Contra ry to the  assumption made  in severa l of the  comments , the  Commission

cannot summarily order the  reduction of access  ra tes . The  Commission has  a  duty under



the  Arizona  cons titution to de te rmine  fa ir va lue  in connection with an orde r se tting ra te s

and charges. See US West Communications, Inc. v. Arizona Corp. Comm 'n, 34 P.3d

351,353 (2001). Despite  the  Constitutiona l mandate , severa l comments  suggest tha t the

Commission can change access ra te s  by fia t, ra the r than engaging in "the  time-

consuming, anachronis tic process  of trying to eva lua te  each ca rrie r's  "cos t" of providing

se rvice ." Ve rizon Comments  a t 4. Ve rizon sugges ts  s imply se tting a ll ca rrie rs ' ra te s  a t

Qwest leve ls  s ince , according to Verizon, the  Commission has  "a lready found these  ra tes

to be  reasonable ." Id a t 4, Apparently, the re  is  no room for the  idea  tha t Qwest's  costs

may diffe r from tha t of the  CLECs. Some  even sugges t tha t a ll CLECs and sma ll ILECS

should have  the ir intras ta te  ra tes  reduced to the  inte rs ta te  leve l, which is  lower than the

ra tes  se t for Qwest by this  Commiss ion and tha t this  should s imply be  done  with no

showing of its  basis  or reasonableness . This  is  clearly unwise , unreasonable  and can not

be  done  without a  cos t de te rmina tion.

Comments  suggest tha t the  Constitutiona l mandate  does not apply in a

"competitive" marke t and, the re fore , the  Commiss ion could somehow ge t a round the

need to make  a  carrie r-specific eva lua tion of the  reasonableness  of ra tes , citing the

Court's opinion in US West Communications, Inc. v. Arizona Corp. Comm 'n, 34 P.3d 351

(2001). However, in tha t case , while  the  Arizona  Supreme Court acknowledged tha t the

extent of fa ir va lue , ra te -of-re turn ana lys is  required under the  Constitution may va ry

depending upon the  extent of compe tition, it a lso s ta ted: "We do not hold tha t a  fa ir

va lue  de te rmina tion should play no role  in the  es tablishment of ra tes , or tha t it can s imply

be  ignored." Id a t 354. In fact, the  Court found tha t "...whe re  a  monopoly exis ts , the

ra te -of-re turn me thod is  prope r." Id. At 354. The  IXCs  a re  quick to point out, to jus tify



Commission action on access  charges , tha t loca l ca rrie rs  have  a  monopoly on switched

access  to the ir loca l customers . Tha t be ing the  case , the ir ra tes  can be  changed only a fte r

a  fa ir va lue  de te rmina tion.

Conc lus ion

The Commission should take  no action a t this  time on access  charges, a t least for

CLECs. If rura l ILE Cs  or othe r ca rrie rs  a re  prepared to proceed with such reductions

they can do so a t any time , with or without this  proceeding. Howeve r, CLECs should not

be  forced into such a  position, especia lly in the  absence  of a  de te rmina tion tha t the ir costs

would be  recovered afte r any change . There  is  s imply no pressing need to go through

such a  process a t this  time.

Respectfully submitted,

Ca the rine  A. Murray, Manage
Re gula tory Affa irs
Integra  Te lecom
730 Second Avenue South, Suite  900
Minne a polis , MN 55402
612-436- l632 (direct/voice )
612-436-68 l6 (department fax)
camurrav@integrate1eco1n.coin
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